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BY  THE  HOUSE  OF  DELEGATES, 
February  19,  1846. 
Read  and  ordered  to  be  printed. 


REPORT 

OF  THE 

COMMITTEE  ON  WAYS  &  MEANS 

ON  THE 

SUBJECT  OF  THE  FINANCES  OF  THE  STATE. 

The  Committee  on  Ways  and  Means  to  whom  that  portion  of 
the  message  of  the  Governor,  which  relates  to  the  finances  of  the 
State  was  lefened,  having  very  carefully  and  deliberately  consider- 
ed the  subject,  submit  the  following 

REPORT: 

A  period  of  four  years  has  now  elapsed  since  the  State  discon- 
tinued the  regular  and  punctual  payment  of  interest  on  the  public 
debt.  This  humiliating  condition  of  things  occurred  on  the  first 
day  of  January,  1842,  when  for  the  fiist  time,  the  State  of  Mary- 
land, which  had  until  then,  with  unvarying  pdelity  complied  with 
all  her  engagements,  found  hereelf  unable  to  meet  the  demands  of 
her  creditors  upon  the  Treasury. 

It  is  true,  that  for  some  considerable  time  prior  to  this  period  the 
revenue  had  been  deficient;  but  this  deficiency  being  supplied  by 
resources  within  the  control  of  the  State,  though  not  contributed  by 
its  citizens,  its  actual  existence  was  not  realized,  until  the  suspen- 
sion of  payments  foiced  it  upon  the  public  attention.  Then  for 
the  first  time,  it  came  to  be  known  and  acknowledged,  that  the  sys- 
tem of  legislation  v/hich  led  to  these  calamitous  results,  flowed  from 
unwise  or  inconsiderate  counsels,  and  a  severe  measure  of  condem- 
nation was  meted  out  to  those  to  whose  active  exertions  and  influ- 
ence it  was  attributed.  Each  of  the  two  political  parties  which  at 
.that  time  and  now  divide  the  State,  was  strenuous  in  its  endeavors 
to  throw  the  responsibility  and  odium  of  creating  this  debt  upon 
the  other;  but  never  for  one  moment  was  the  thought  entertained 
by  either,  of  denying  or  evading  its  absolutely  binding  obhgation, 
or  the  necessity  of  paying  it  to  the  uttermost  farthing. 

The  committee  by  no  means  propose  to  institute  any  comparison 
into  the  greater  or  less  degree  of  responsibility  which  may  attach  to 
either  party  for  creating  this  debt, — such  an  enquiry  would  not 
only  be  irrelevant,  but  could  be  productive  of  none  but  pernicious 
consequences.    The  debt  exists,  and  our  honor,  interest  and  good 


name  among  our  sister  States,  and  (he  success  of  free  government 
throughout  the  world,  demand  that  we  pay  it. 

At  one  time  a  doubt  was  entertained  in  some  quarters  of  the 
ability  of  the  State  to  endure  the  severe  system  of  taxation  which 
could  alone  supply  the  funds  requisite  for  this  purpose,  and  the 
mere  existence  of  this  doubt  for  a  time  baffled  to  some  extent  the 
exertions  which  it  was  indispensably  necessary  to  make.  Time, 
however,  has  dispelled  these  doubts.  The  revenue  of  the  past 
year,  applicable  to  the  payment  of  the  interest  on  the  pubho  debt, 
exceeded  the  amount  of  interest  which  accrued  during  the  year  by 
the  sum  of  fifty-five  thousand,  three  hundred  and  sixty-three  dol- 
lars, thirty-one  cents,  and  the  excess  of  course  extinguished  so 
much  of  the  airearages  which  had  accumulated  in  preceding  years. 

The  committee  therefore,  feel  themselves  fully  warranted  in  say- 
ing, that  the  problem  has  been  solved,  and  that  we  are  not  doomed 
to  the  mortifying  reflection,  that  we  live  in  a  dishonored  and  bank- 
rupt community. 

Considering  the  condition  in  which  the  people  of  Maryland 
found  themselves  on  the  first  day  of  January,  1842,  when  the 
alarming  fact  was  brought  home  to  them,  that  heavy  taxation  was 
the  only  resource  remaining  to  pay  the  interest  upon  the  public 
debt,  it  is  not  surprising  that  doubt  and  dismay  should  have  taken 
possession  of  their  minds;  and  the  persevering  and  finally  success- 
ful efforts  they  have  made  to  overcome  all  difiiculties,  must  here- 
after be  an  unfailing  subject  of  congratulation. 

The  public  creditors,  irritated,  and  in  many  instances,  no  doubt, 
suffering  from  the  losa»of  their  dividends,  have  indulged  in  animad- 
versions more  or  less  loud  and  indignant,  and  it  ia»veiyfar  from  the 
purpose  of  the  committee  to  utter  one  word  of  complaint ;  but  they 
are  nevertheless  persuaded  that  when  justice  shall  at  last  have  been 
done,  a  calm  retrospect  of  the  circumstances  will  materially  miti- 
gate the  displeasure  of  the  public  ci  editor.  When  it  is  recollected, 
that  prior  to  the  act  of  March  session,  eighteen  hundred  and  forty- 
one,  chapter  23,  the  largest  amount  of  direct  taxation  ever  levied 
upon  the  people  of  Maryland  in  any  one  year,  was  sixty  thousand, 
eight  hundred  and  eighteen  dollars,  and  that  even  that  imposition 
was  continued  but  for  a  few  years,  surely  it  can  be  no  matter  of 
surprise,  that  apprehension  of  the  ability  of  the  State  to  raise,  in 
this  way,  upwards  of  six  hundred  thousand  dollars  should  have 
been  entertained. 

It  should  be  remembered,  also,  that  a  considerable  portion  of 
the  people  think — whether  wisely  or  not — that  they  do  not  par- 
ticipate in  the  slightest  degree  in  the  advantages  which  the  ex- 
penditure of  the  money,  raised  upon  the  credit  of  the  State,  has 
conferred  upon  other  portions.  That  with  regard  to  some  sections, 
the  system  which  gave  rise  to  the  debt  was  adopted  and  continued 
against  their  earnest  remonstrances  and  most  strenuous  opposition, 
and  that  now,  according  to  their  view,  the  only  fruits  of  the  legis- 
lation which  they  in  vain  endeavored  to  prevent,  is,  and  must  be 


for  some  time  to  come,  felt  only  in  the  periodical  visits  of  the  tax- 
gatherer. 

The  committee  are  not  to  be  understood  as  intimating  an  opin- 
ion in  reference  to  the  propriety  of  this  sectional  discontent,  and 
above  all,  they  would  do  or  say  nothing  to  inflame  it;  they  advert 
to  the  fact  simply  as  an  additional  element  of  discontent  to  be  en- 
countered, in  the  struggle  to  establish  such  an  enlarged  system-  of 
taxation  as  the  public  Exigencies  required  ;  and  they  feel  no  hesi- 
tation in  saying,  indeed  they  take  pride  in  proclaiming,  that  under 
the  complicated,  numerous,  and  pressing  difficulties  by  which  the 
people  and  government  of  the  State  have  been  surrounded,  they 
have,  by  their  resolute  firmness  and  decision  in  facing  and  over- 
coming them,  established  for  themselves  an  enviable  title  to  the  fa- 
vorable consideration  of  all  who  place  a  just  value  upon  the  sanc- 
tity of  public  faith. 

It  should  be  borne  in  mind,  in  placing  a  just  estimateupon  the 
efforts  made  by  Maryland  to  comply  with  her  pecuniary  engage- 
ments, that  the  power  of  the  government  rests  emphatically  upoa, 
public  opinion.  The  laws  themselves  are  but  emanations  of  the 
popular  will,  and  every  tax,  therefore,  laid  upon  the  people  is  selfr. 
imposed  and  voluntary.  Unlike  the  nations  of  Europe,  the  gov- 
tsrnment  is  not  sustained  by  favored  classes,  or  hereditary  authority, ' 
whose  existence,  privileges,  and  power  depend  upon  the  unob- 
structed harmony  with  which  the  wheels  are  kept  in  motion,  and 
to  whom  every  shock  produces  consequences  more  or  less  disas- 
trous. There  are  with  us  no  standing  armies,  or  numerous  and 
well  paid  officials,  with  interests  distinct  from  the  people,  and  ready 
and  willing  at  all  times,  at  the  command  of  those  who  employ 
them,  to  enforce  obedience  to  their  will.  With  us,  all  authority 
springs  directly  from  the  people.  Those  who  make  the  laws  and 
those  who  execute  them,  are  chosen  by  themselves,  and  hence,  to 
the  people  belongs  all  the  credit  which  justly  attaches  to  the 
efforts  which  have  been  made  to  comply  with  the  public  engage- 
ments. 

The  committee  are  not  to  be  understood  as  giving  the  slight- 
est countenance  to  the  doctrine,  that  taxes  are  mere  volun- 
tary contributions,  made  by  the  people  to  the  government — ■ 
all  they  mean  to  say  is,  that  in  a  popular  government  like  ours, 
taxes  can  neither  be  imposed  or  continued  except  with  the  popular 
approbation — when  however,  the  government,  according  to  the 
forms  prescribed  by  the  instrument  which  defines  and  limits  its 
powers,  have  imposed  the  taxes,  resistance  to  its  authority  in  this 
respect,  as  in  all  others,  is  rebellion,  which  deserves  to  be,  and 
should  be  rebuked,  with  the  severest  penalties  of  the  law — and  it  re- 
mains tp  be  shown,  as  it  is  believed  it  cannot  be  shown,  that  the 
citizens  of  Maryland,  have  not  at  all  time,  and  in  every  enaergency, 
paid  as  implicit  obedience  to  the  laws  enacted  by  the  constituted 
authorities,  as  the  people  of  any  government  in  the  world.  It  is 
true  that,  in  some  counties  for  a  season,  difficulties  have  been  in- 
terposed to  the  due  execution  of  the  tax  laws,  but  this  we  are  per- 


saaded,  was  the  result  of  cause?  rapidty  ceasing  to  operate,  and 
which  are  not  likely  again,  soon  to  recur.  As  incontestible  evi- 
dence of  this  gratifying  circumstance,  >t  is  only  necassary  to  point 
to  the  fact,  that  although-  on  the  1st  day  of  December,  1844,  we  were 
informed  by  the  message  of  the  then  Governor,  that  the  laws  were 
disregarded  in  seven  counties,  the  message  of  the  present  Governor 
assures  us,  that  the  number  has  been  reduced  to  one,  and  in  that 
one,  there  are  the  strongest  reasons  for  beliefing  the  evil  will  soon 
cease  to  exist. 

Another  of  the  causes  which  exerted  an  adverse  influence  of 
powerful  force,  and  essentially  discouraged  the  people  in  making 
the  necessary  sacrifices  to  maintain  the  public  faith,  was  the  con- 
ceded inadequacy  of  the  revenue  for  some  time,  to  discharge  the 
demands  upon  the  treasury,  even  if  the  whole  could  be  collected. 
The  disheartening  tendency  of  such  a  state  of  things,  need  not  be 
enlarged  upon,  but  that  it  constituted  a  difficulty  of  no  inconsiderahle 
weight,  cannot  be  questioned. 

The  committee  have  deemed  it  proper  to  say  so  much,  in  jusii- 
fication  of  a  people,  who  during  four  years  of  severe  trial  and 
embarrassment,  have  not  for  one  moment  relaxed  in  their  exertions 
to  fulfil  their  engagements,  and  this  too,  notwithstanding  they  have 
been  incessantly  assailed  by  invective,  which  but  for  the  sternness 
of  their  resolution  to  do  their  duty,  might  have  kindled  an  oppo- 
sition to  its  dictates. 

Participating  fully  in  the  general  anxiety  that  the  State  should 
make  arrangements  to  resume  the  regular  payment  of  interest  upon 
her  debt,  the  committee  have  given  the  subject  the  most  careful 
examination,  and  they  take  pride  in  announcing,  as  the  result  of 
that  examination,  that  this  may  now  be  done,  with  a  reasonable 
expectation  of  continmng  to  do  so  hereafter  without  interruption. 
At  all  events  they  deem  it  their  duty  to  recommend  that  the  at- 
tempt be  made,  and  in  defence  of  this  recomn:>endation,  they  pre- 
sent the  following  statement: 
The  annual   interest  on  the  public  debt   of  this 

State  is  -  ....      $655,421  16 

But  from  this  is  to  be  deducted,  the  interest  on$60,- 
000,  of  six  per  cent  debt,  created  for  the  construc- 
tion of  the  Tobacco  Warehouses  in  Baltimore, 
and  chargeable  upon,  and  payable  out  of  the 
Tobacco  Inspection  Fund         -  -  -  3,600  00 


Leaving        $651,821  16 
The  expenses  of    the  government,  excluding  the 
charge  on  the  Tobacco  Inspection  Fund,  which 
has  no  proper  connection  with  the  Treasury,  and  ^ 

the  charge  for  colonization,  which  is  specifically 
provided  for,  is  -  -  .  -     |198,653  02' 

Making        ^850,474  18 


fir 

-  This  estimate  is  founded  upon  the  repoit  of  the  Treasurer  to  ihe 

present  Legislature,  and  may  it  is  believed,  be  confidently   relied 

upon,  not  only  for  the  present,  but  for  succeeding  years,  upon  the 

supposition  even,  that  no  measuve-s  to  reduce  the  public  expenses 

are  adopted. 

The  following  estimate  of  the  receipts  for  the  present  year^  is 

submitted,  based  upon   the  experience  of  the  past,  and  upon  the 

existing  revenue  laws. 

From  all  the  ordinary  sources,  including 
the  dividends  on  road  stock,  and  from 
the  Washington  Branch  of  the  Balti- 
more and  Ohio  Rail  Road,  for  one-fifth 
of  the  receipts  from  passengers^         -         -         ••     $281,400  00 

i"'rom  the  tax  on  Foreign  Insurances  and 

.    Protests,    -         -        ^-         -         -         -         ^4,000 

From  the  tax  on  collateral  inheritances,  le* 

gacies  and  distributive  shares,       -         -        10,000 

From  the  tax  on  the  connnissions  of  exe- 
cutors and  administrators,     •         -         -        15^000 

From  the  tax  on  the  commissions  of  trus- 
tees and  receivers,       -         -         .         _         3,000 

iProm  the  tax  on  civil  commissions,  -  2,000 

From    the  Baltimore   and   Susquehanna 

rail  road,    ------       20,000 

From   the  Susquehanna   and  Tidewater 

Canal  Companies,      -         .         .         .        67,056 

From  the  tax  on  certain  officers,       -         -        10,000 

Fr-om  the  direct  and  income  tajc,      -         -      475,000 

From  the  stamp  tax,       .         -         .         .        40,000 

646,056  00 

$927,456  00 
Deducting  the  demands  upon  the  Treasury  as  above, 

amounting  to 850,474  18 


And  there  would  i^emain  a  balance  of     -        -        -    ^76,981  82 

Independently  of  the  sum  which  rernaiiied  in  the  Treasury  on 
the  1st  of  December  1845,  which  deducting  therefrom,  the  amount 
due  to  the  Tobacco  and  other  funds,  was  $1]  58,257. 

Should  the  measures  proposed  at  the  present  session  for  the 
augmentation  of  the   revenue  be  adopted,  the  committee  think 
that  the  total  receipts  into  the  Treasury  for  succeedino-  years   will 
not  fall  short  of  $950,000.  °  ' 

And  if  so,  the  annual  surplus,  after  paying  the  interest  upon 
the  present  funded  (Jebt,  and  the  expenses  of  the  government  will 
be  nearly  one  hundred  thousand  dollars. 

In  this  view  of  the  financial  condition  of  Maryland,  and  in  the 
.expectation  that  the  revenue  bills  reported,  will  pass,  the  com- 
mittee consider  it  their  duty  to  recommend  the   only  step  which 


will  enable  us  to  do  that,  which  is  believed  to  be  out  imperative 
duty  to  do,  whenever  we  are  able;  they  mean  that,  the  interest  in 
arrcar  shall  be  funded,  made  principal  of,  bearmg  some  reasonable 
rate  of  interest,  and  the  interest  thereafter,  paid,  regularly  as  it  be- 
comes due. 

It  is  estimated,  that  the  interest  which  will  be  in  arrear  on  the 
first  day  of  July  next,  np  to,  and  inclusive  of  which,  it  is  proposed 
to  fund,  will  not  much,  if  any,  exceed  twelve  hundred  thousand 
doUais,  and  if  so,  the  additional  annual  charge  upon  the  Treasury, 
will  still  leave  us  at  the  end  of  every  year,  in  possession  of  a 
surplus,  which  may  be  increased  by  such  judicious  measures  of 
retrenchment,  as  may  be  suggested  and  adopted,  during  the  present 
and  succeeding  sessions  of  the  Legislature. 

The  committee  cannot  conceal  from  themselves  the  fact,  thai 
much  of  the  opposition  to  funding  and  making  capital  of  the  ar- 
rearages of  interest,  results  from  the  impression,  that  many  of  the~ 
present  holders  of  the  State  debt,  and  of  the  claims  for  interest, 
purchased  at  rales  of  depreciation,  more  or  less  below  the  par 
value.  This  may  or  may  not  be  so.  It  is,  to  be  sure,  more  than 
probable,  that  some  of  the  holders  of  these  claims  against  us,  did 
not  pay  for  them  dollar  for  dollar.  But  can  the  State  avail  itself  of 
any  such  plea  to  reduce  the  demands  of  her  creditors  ?  If  these 
claims  and  demands  have  fallen  in  the  market  below  their  par  val- 
ue, the  fault,  or  the  misfortune,  is  ouis,  and  we  have  no  right  to 
take  advantage  of  this  fault  or  misfortune,  to  escape  from  the  obli- 
gation of  our  contract.  • 

The  committee  have  already  presented  some  considerations, 
which  they  believe  will  hereafter  soften  materially  the  severity  of 
the  judgment,  wliich  some  are  disposed  to  pronounce  upon  the 
people  of  Maryland,  for  not  paying  punctually,  as  it  fell  due,  the 
interest  upon  the  debt  of  the  State.  But  these  considerations,  how- 
ever they  may  excuse  us  for  the  past,  can  furnish  no  apology  for 
not  doing  justice,  now  that  wc  are  able  ;  and  above  all,  they  can- 
not afford  the  slightest  pretext,  for  insisting  that  we  shall  not  make 
our  creditors  some  compensation  for  withholding  from  them  their 
interest  as  it  became  due,  because  we  ourselves  suffered  the  credit 
of  Maryland  to  sink  below  par. 

1'here  is  another  point  of  view  in  which  this  argument  against 
funding,  if  it  shall  be  urged,  is  still  more  indefensible. 

The  loss  occasioned  by  the  depreciation  of  our  stocks,  consequent 
upon  the  failure  of  the  State  to  make  provision  for  the  payment  of 
the  interest  as  itbecume  due,  has  fallen  chiefly,  if  not  entirely,  up- 
on the  creditors  themselves.  Assuming  that  the  legal  rate  of  inter- 
est, (six  per  cent.,)  is  the  value  of  mone}'-  in  Maryland,  and  it 
would  not  be  difficult  to  show,  that  the  State  has  received  a  full 
equivalent  for  every  dollar  of  her  debt.  For  all  that  portion  which 
bears  an  interest  or  five  per  centum,  and  which  was  contracted 
prior  to  the  year  1835,  amounting  to  81,T29,947  30,  she  received 
premiums,  varying  from  five  to  ten  per^ centum.  Upon  three  mil- 
.  lions  of  six  per  cent,  debt,  contracted  under  the  authority  of  the 


act  of  December  session,  1834,  chapter  241,  ihe  State  received  an 
advance  of  upwards  of  five  hundn  d  thousand  dollais.  And  for 
the  four  and  a  half  per  cent,  debt,  authorized  by  the  act  of  Decem- 
ber session,  1S30,  chapter  119,  she  icceived  a  price  considerably 
above  par,  estimating  the  legal  rate  of  interest  as  the  actual  value 
of  money.  In  fact,  the  sinking  fund,  amounting  on  the  first  day 
day  of  December,  1845,  to  $1,411,911  59,  is  almost  exclusively 
the  product  of  these  premiums,  paid  by  the  public  creditor,  over 
and  above  the  sum  of  the  Slate's  obligations,  delivered  to  him  in 
return. 

Whilst  it  appears,  therefore,  ihat  ihe  high  credit  of  the  State  in 
times  gone  b)',  caused  her  stocks  to  command  a  premium  in  the 
market,  and  to  this  strong  confidence  in  her  ability  and  inlegrity, 
she  is  indebted  for  a  sinking  fund,  by  whose  operations  (he  public 
debt  will  ultimately  be  extinguished,  it  cannot  with  propriety  be 
said,  that  the  State  herself  has  ever  received  less  than  the  par 
value  for  any  of  her  stocks. 

It  is  true,  that  one  of  the  improvement  companies,  to  whom  a 
portion  of  the  eight  million  loan,  authorized  by  the  act  of  May 
session,  1836,  chapter  o95,  was  delivered,  parted  with  it  in  some 
instances  at  heavy  rales  of  depreciation,  and  consequently,  the 
work  intended  to  be  completed  by  it,  has  required  further  appro- 
priations ;  yet  it  must  be  recollected,  that  the  State  received  the 
equivalent  for  which  she  contracted,  in  an  equal  amount  of  the 
preferred  stock  of  the  company  ;  the  two  parties  agreeing — the 
State  on  the  one  hand,  and  the  Canal  Company  on  the  other,  that 
the  stock  of  the  State  should  be  received  by  the  Canal  Company, 
in  payment  of  the  subscription  by  the  State,  to  so  much  of  the 
stock  of  the  former.  The  State  then  received  for  this  portion  of 
her  debt,  precisely  what  she  contracted  for,  and  although  she  no 
doubt  suffered  with  all  the  other  parties  interested,  by  the  sacrifice 
which  the  company  subsequently  made  of  her  bonds,  this  circum- 
stance cannot,  in  any  possible  view  of  the  matter,  impair  in  the 
slightest  degree,  her  obligation  to  pay  the  full  principal  and  inter- 
est of  these  bonds.  If  the  State  made  a  bad  bargain,  in  exchang- 
ing her  bonds  for  the  stock  of  the  Chesapeake  and  Ohio  Canal 
Company,  she  has  herself  only  to  blame  for  it ;  or  if  ihe  Canal 
Company  was  guilty  of  indiscretion,  or  worse,  in  selling  these 
bonds  below  par,  the  State  cannot,  for  that  reason,  seek  to  dimin- 
ish the  extent  of  her  liability.  She  received  that  for  which  she 
bargained,  to  wit :  three  millions  of  dollars  of  the  preferred  stock 
of  the  Chesapeake  and  Ohio  Canal  Company.  For  this  she  de- 
livered her  bonds  of  an  equal  amount  to  that  Company,  and  no 
disposition  which  the  letter  may  have  made  of  those  bonds,  can 
weaken  her  obligation  to  pay  them  in  full. 

These  remarks  have  been  made  to  repel  the  idea  which 
may  have  had  its  influence  upon  some  minds,  that  the  State  will 
have  done  every  thing,  which  can  reasonably  be  expected  of  her, 
if  she  repays  to  the  present  holders  of  her  debt  the  amount 
which  it  cost  them.     It  must  be  obvious  from  what  has  been  said. 


that  no  such  ground  can  be  taken,  unless  the  State  can  honestly 
make  profit  to  herself,  out  of  the  losses  which  her  neglect  or  ina- 
bility to  make  timely  provision  to  pay  her  debts,  has  inflicted  upon 
her  original  creditors.  That  tlieir  loss  of  confidence,  or  necessities, 
have  compelled  them  to  part  with  the  stocks  of  Maryland,  at  a 
sacrifice,  can  furnish  the  State  with  no  apology  to  withhold  one  cent 
of  the  debt  due  from  her. 

Putting  aside  then,  as  the  committee  think  should  be  done,  the 
objection  to  funding,  founded  upon  the  erroneous  impression,  that 
the  State  can  with  proprietj^  in  deciding  this  question,  institute  an 
enquiry  into  the  price  of  the  public  securities,  paid  for  them  by  the 
present  holders;  it  remains  to  be  considered,  whether  there  are  any 
other  valid  reasons  against  the  adoption  of  this  course.  That  go- 
vernments as  well  as  individuals,  should,  when  they  are  able,  com- 
ply with  their  engagements,  is  a  proposition  too  clear  to  admii  of 
controversy.  To  deny  thi?,  is  to  dispute  the  wisdom  and  policy  of 
that  body  of  laws,  which  founded  upon,  and  matured  by,  the  ex- 
perience of  centuries,  we  claim  as  our  birth  right,  and  cling  to  as 
indispensable,  to  our  freedom  and  prosperity.  The  common  law 
of  England,  to  which  we  asserted  our  title  in  the  Declaration  of 
Rights, — the  various  tribunals  scattered  over  the  land,  and  the 
numerous  enactments  of  the  Legislature,  crowding  our  statute 
books,  are  chiefly  concerned  in  enforcing  the  obligations  of  con- 
tracts. Upon  the  inviolability  of  these,  the  welfare  of  society  is 
supposed  mainly  to  depend,  and  acostly  and  complicated  machine- 
ry is  constructed  to  guard  them  from  invasion.  If  one  individual 
holds  the  bond  of  another,  and  there  is  a  failure  to  pay,  either  the 
principal  or  interest,  according  to  the  contract,  the  courts  are  read}' 
to  coerce  the  delinquent.  That  the  State  in  virtue  of  her  sovereign 
character,  cannot  be  made  to  answer  in  her  own  tribunals,  so  far 
from  impairing  the  moral  obligation  to  comply  with  her  engage- 
ment, gives  to  it  an  additional  and  irresistable  force.  The  fountain 
of  justice  springs  fiom  her  bosom,  and  it  surely  should  flow  with 
as  much  purity,  when  her  own  duties  and  obligations  are  involved, 
as  when  the  question  to  be  decided,  affects  only  the  duty  of  citizen 
to  citizen. 

How  then  does  the  case  stand  ?  The  State  owes  a  large  debt, 
the  interest  upon  which,  according  to  her  contract  she  has  not  been 
able  to  pay  for  several  years.  Siie  now  finds  herself  in  a  condition 
to  pay  the  interest  regularly  as  it  becomes  due,  but  owing  to  the 
arrearages  which  accumulated  during  the  interval  of  non-payment, 
she  cannot  do  this  unless  some  arrangement  can  be  made  with  re- 
gard to  these  arrearages,  which  siiall  be  satisfactory  to  the  creditor. 
So  long  as  the  present  state  of  things  continues,  it  is  obvious,  the 
State  cannot  do  what  the  contract  requires  her  to  do,  pay  the  inter- 
est upon  her  debt  as  it  becomes  demandable,  because  there  is  a 
large  amount  in  arrear,  which  as  it  was  first  due,  must  be  first  paid. 
But  a  plan  is  proposed  by  which  this  obstacle  may  be  overcome,  and 
that  is,  instead  of  paying  these  arre-uages  in  cash,  to  fund  them, 
and  thereby  make  them  a  part  of  her  capital  debt,  and  as  such  to  be 


paid  al  a  future  day,  with  such  reasonable  rate  of  interest,  until 
paid,  as  may  be  deemed  just,  and  equitable.  Unless  this  plan  is 
adopted,  many  years  must  yet  elapse,  before  the  people  of  Mnry- 
lapdcan  enjoy  the  consoling  reflection  that  their  exertions  and  sa- 
crifices have  brought  with  them,  their  appropriate  reward. 

The  committee  think  ihey  will  not  much  err  if  they  estimate 
that  the  arreaiages  of  inlerpst  on  the  first  day  of  July  next,  '.vill 
amount  to  twelve  hundred  thousand  dollars.  Assuming  this  to  be 
so,  and  that  the  annual  revenue  exceeds  the  accruing  interest,  one 
hundred  thousand  dollars,  it.  would  require  twelve  years  to  absorb 
the  arrears,  and  iluring  that  long  i'.iterval  the  painful  reficction  that 
we  live  in  a  State  whose  engagements  are  not  faithfully  kept,  must 
continue  to  be  borne.  ' 

If  however,  the  recommendation  of  the  committee  is  adopted, 
and  these  arrears  are  funded,  the  State  may  it  is^  believed,  at  an 
early  day,  recommence  the  regular  payment  of  interest,  and  instead 
of  .sufi'ering  twelve  years  of  nioitificn'i'jn  and  shame,  the  expiration 
of  that  period,  as  will  be  shown  hereafter,  will  exhibit  a  material 
reduction  of  the  debt  by  the  operation  of  the  sinking  fund. 

Under  all  the  circumstances  of  the  case,  therefore,  the  ccmmit 
tee  have  brought  themselves  to  the  conclusion,  that  the  interest 
which  will  be  in  arrear  on  the  first  day  of  July  next,  should  bo 
funded  in  the  expectation  thjit  regular  payments  may  thenceforth, 
b^  made.  They  liave  already  submitted  estimates  whicli  they 
think  may  be  relied  on,  showing  the  ability  of  the  State  to  do 
this. 

In  recommending  this  decisive  step,  the  committee  do  not  be- 
lieve they  have  gone  in  advance  of  public  opinion.  They  be 
lieve  they  will  be  sustained  by  it,  and  they  will  be  deeply  pained, 
if  their  expectations  in  this  respect  are  disappointed.  Seeir.g  how- 
ever, the  path  of  duty  plainly  before  them,  and  believing  that  the 
honor  of  the  commonwealth  is  involved  in  the  issue,  they  could 
not  be  induced  to  hesitate  in  their  course,  by  any  considerations 
personal  to  tijemselves.  If  their  recommendation  is  adopted  by 
this  General  Assembly, and  the  measure  brings  with  it  liiose  decid- 
ed advantages  which  the  committee  anticipate,  a  retrospect  of  the 
part  they  have  taken  in  it,  will  hereafter  aflbrd  them  high  satisfac- 
tion. If  on  the  contrary,  their  course  shall  be  condemned  by  the 
Legislature  and  their  constituents,  the  committee  will  still  have 
left  to  them  the  rich  consolation  of  having  acted  in  obedience  to 
their  own  clear  conviclions  of  duty. 

Before  closing  this  report,  rdready  extended  perhaps  to  too  great 
a  length,  the  committee  think  it  right  to  show  that  under  any  cir- 
cumstances the  burdens  which  must  be  borne  for  some  years  by  ;!ie 
people  will  not  be  of  very  long  duration. 

The  =inking  fund,  on  the  first  flay  of  December  1845,  aiTionnt- 
ed  (0  8T,4ii.yil  .59.  having  been  increased  in  thf  course,  of  the 
preceding  fiscal  year  >3^l35;604  SO. 

The  entire  public  debt  of  the  State  at  ihis  lime,  including  the 
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bonds  held  by  the  Baltimoie  and  Ohio  Rail  Road  Company, 
which  ate  not  now,  and  the  committee  are  well  assured,  never  will 
be  a  charge  upon  the  Treasury,  is  -  -  -  $15,186,784  98 
Deduct  those  bonds,  amounting  to  -         -         -         3,200,000  OQ 


And  there  remains, $11,986,784  98 

By  investing  the  accumulations  of  the  sinkirig  fund  semi-an- 
nually, this  debt  may  be  extinguished  in  about  thirty-five  years. 
Such  would  be  the  operation  of  the  sinking  fund  alone,  and  un- 
aided by  any  balances  which  may  remain  from  time  to  time,  in 
the  Treasury,  after  paying  ordinary  expenses,  and  the  interest 
upon  the  public  debt.  But  with  the  assistance  of  these  balances, 
and  the  committee  have  already  submitted  the  data,  upon  which 
tliey  estimate  their  existence,  the  work  of  paying  the  debt  will  be 
very  materially  accelerated. 

The  Legislature  and  ihe  public,  cannot  fail  to  perceive,  tha^  the 
chief  reliance  of  the  committee  for  the  means  of  meeting  our  en- 
gagements to  the  public  creditor,  is  founded  upon  the  system  of 
taxation  direct,  and  indirect,  established  by  the  last  and  preceding 
Legislatures, — they  would  not  however  be  doing  full  justice  to  the 
subject,  and  would  expose  themselves,  as  they  think,  to  the  impu- 
tation of  exhibiting  our  financial  affairs  in  a  less  encouraging  point 
of  view,  than  the  circumstances  which  surround  us  will  justify,  if 
they  leave  it  to  be  inferred  that  we  may  not,  with  a  reasonable  de- 
gree of  confidence,  rely  upon  assistance  from  other  sources. 

The  Slate  it  is  ^vell  known,  has  invested  large  sums  of  money 
in  various  companies,  chartered  for  the  construction  of  roads  and 
canals. 

In  the  Baltimore  and  Ohio  Rail  Road  Company,  she  owns  (in- 
dependently of  the  three  million,  two  hundred  thousand  dollars 
already  spoken  of,)  stock  to  the  amount  of  one  million  and  fifty 
thousand  dollars  upon  which  there  was  paid  into  the  treasury  last 
year  for  dividends  and  the  Slate's  one-fifih  of  the  passage  money 
$86,699  43,  being  upwards  of  eight  per  cent,  on  the  investment. 

The  State  also  holds  the  bonds  of  the  Susquehanna  and  Tide 
Water  Canal  Companies  for  $1,192,500  00,  upon  which  there 
was  received  last  year  for  intferest,  the  sum  of  $74,800;  and  she 
holds  moreover  the  bonds  of  the  Baltimore  and  Susquehanna  Rail 
Road  Company  for  $1 ,884,045  29,  upon  which  there  was  paid 
last  year  for  interest  $20,000  00. 

In  addition  to  these  stocks  and  bonds,  more  or  less  productive, 
the  Stale  is  the  owner  of  bank  slocks  lo  the  amount  of  8510,966  66, 
and  other  productive  stocks  amounting  to  $25,000  00. 

The  whole  amount  of  her  productive  stocks  and  securities  may 
be  stated  thus: — 

Bank   Slock, $510,966  66 

Baltimore  and  Ohio  Rail  Road  slock,        -         -         1,050,000  00 
Bonds  of  the  Susquehanna  and  Tidewater  Canal 

Companies, 1,192,500  00 
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Bonds  of  the   Baltimore   and    Susquehanna  Rail 

Road  Company, 1,884,045  29 

Making        84,637,501  95 

The  committee  are  not  without  strong  hopes,  that  the  time  is 
not  fai  distant  when  the  revenue  which  may  be  expected  from 
these  investments  will  be  very  essentially  increased.  From  the 
report  of  the  directors  on  the  part  of  the  State,  in  the  Baltimore 
and  Susquehanna  Rail  Road  Company,  it  appears  fi-om  data  which 
the  committee  see  no  reason  to  distrust,  that  the  annual  revenue 
from  that  work  will  be  augmented  from  twenty  thousand,  to  up- 
wards of  eighty  thousand  dollars,  provided  a  measure  which  has 
already  received  the  sanction  of  the  House  of  Delegates  shall  be- 
come a  law. 

The  Susquehanna  and  Tide  Water  Canal  Companies,  it  is  now 
believed,  will  be  able  to  pay  regularly  the  full  amount  of  the  in- 
terest on  the  debt  contracted  by  the  State  for  their  benefit,  and  if  so, 
the  Chesapeake  and  Ohio  canal  is  the  only  work  in  which  the 
State  has  a  deep  interest,  which  is  not  affording  material  assistance 
to  the  revenue. 

The  State  holds,  of  the  stock  and  bonds  of  this  company,  for 
subscription  and  loans  under  various  acts  of  assembly,  the  sum 

of $7,163,724  44 

And  there  is  due  for  interest  -         -         -  2,159,443  75 


Making  together  the  sum  of         -         -         $9,323,168  19 

If  this  large  amount  should  hereafter  become  orjly  partially  pro- 
ductive, the  relief  which  it  would  give  to  (he  Treasury  will  be 
most  sensibly  felt,  whether  the  revenue  to  be  derived  from  it  is 
used  in  the  more  rapid  extinguishment  of  the  public  debt,  or  is 
applied  to  the  payment  of  interest  upon  it,  in  lieu  of  so  much  of 
the  taxes  now  expended  in  that  way. 

The  committee  do  not  me?n  to  indulge  in  speculations  as  to  the 
future  productiveness  of  the  canal,  which  in  the  judgment  of  some, 
might  be  considered  fanciful ;  but  they  3U|ipose  the  anticipation  is 
not  an  unreasonable  one,  that  it  will,  when  finished,  contribute 
something  to  the  Treasury.  That  there  are  in  Allegany  county 
vast  deposites  of  coal  and  other  minerals,  is  a  truth  too  well  estab- 
lished to  be  denied,  and  that  these  will  find  a  market  by  some  av- 
enuey  we  suppose  to  be  equally  indisputable.  Without  entering  into 
the  much  controverted  question  of  the  relative  capacity  of  i"ail  roads 
and  canals  to  transport  heavy  and  bulky  articles  for  long  distances, 
the  committee  are  strongly  persuaded,  that  the  rivalry  for  the  coal 
and  iron  trade,  between  the  canal  and  the  Baltimore  and  Ohio 
E-ail  Ro?id,  will  not  be  of  very  long  duiation,  or  keenly  main- 
tained. They  hope  and  believe,  that  the  rail  voad,  at  no  dis'ant 
period,  will  be  finished  lo  the  Ohio  ;  and  when  that  is  accomplish- 
ed, the  committee  believe  that  the  trade  and  travel  which  will  be 
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supplied  by  (he  fertile  and  boundless  west,  will  be  quite  sufficient 
to  give  full  employment  to  the  energies  of  this  powerful  and  skill- 
fully conducted  company.  The  committee  thereiore  ihirdc,  that 
at  no  very  distant  day,  some,  assislance  may  be  expected  fiom  the 
Chesapeake  and  Ohio  Canal,  which  there  is  now  good  reason  to 
believe  will  be  finished. 

There  is  one  feature  in  the  proposition  for  funding  die  arrears  of 
interest,  as  suggested  by  the  cammiltee,  which  has  not  yet  been 
adverted  to.  The  State,  as  already  observed,  has  in  bank  stocks 
$510,966  66,  and  she  has  ol her  productive  securities  and  claims 
of  considerable  amount.  If  the  airears  of  interest  are  funded,  it 
will  be  accompanied  widi  a  proposition  to  authorize  the  proper  of- 
ficers to  dispose  of  these  h-ink  stocks  and  other  securities  and  to 
apply  the  proceeds  and  all  claims  due  the  State  as  collected,  to  the 
payment  of  the  certificates  to  be  issued  for  the  funded  interest,  by 
which  it  is  believed  these  certificates  can  be  redeemed  in  a  short 
lime.  Care  however,  will  be  taken  that  the  ability  of  the  Treasu- 
ry to  pay  the  ordinary  expenses  of  the  Government  shall  not  be, 
endangered  by  parting  uith  these  securities. as  a  discretion  over  the 
subject  will  be  confided  to  (hose  whose  opportunities  will  give 
them  full  means  of  forming  a  correct  jadgment  in  the  premises. 
All  which  is  respectfully  submitted. 

JOHN  JOHNSON,  Chairman. 
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